Alternative funding mechanisms for environmental programs

This is a rough draft report on alternative funding mechanisms for environmental programs (c.g.
Watershed Protection). This Draft is broad and general in scope and meant for comment,
narrowing of focus, and updated.

Environmental Program Financing Techniques

Implementation of environmental protection programs at the state and local levels often requires
non-federal government funding. Traditionally, funding for environmental programs has come
from general revenue funds. Now that federal, state, and local Governments are facing fiscal
constraints, alternative sources of funding are becoming important options for implementing and
other environmental protection measures. Traditional sources of funding, such as taxes and bonds,
being supplemented by innovative funding sources like special license plates and income tax
checkoffs.

Here are four basic ways to fund public programs and facilities: Current revenues (pay as you go),
borrowing (bonding), transfers/assistance (fees or taxes collected by one level of government and
passed on to another in the form of loans or grants), and public-private partnerships (private sector
involvement in historically public sector activities). Since not every financing source or mechanism
is appropriate for every state or local program, legal, administrative, and political aspects of
financing must be taken into consideration when selecting funding altematives.

The following outline introduces innovative alternatives to traditional funding. These examples of
funding sources and mechanisms can be applied creatively to any environmental programs in
general.

Comparing Your Options

Several funding alteratives may be available for a particular project. For example, the following
funding strategies could easily be adapted to fund any number of environmental programs: property
taxes, tax incentives/disincentives, user fees, or tax surcharges. Funding for watershed
management or a shoreline erosion control project could be obtained in similar ways.

Capital and operating costs and cost-effectiveness must be carefully analyzed before choosing a
funding altemative. Legal, administrative, and political aspects and impacts of each alternative need
to be considered. One must consider the legal work-ability and political attractiveness of a
financing mechanism; the effort needed for implementation, including start-up costs and costs for
ongoing collection and management of funds; the faimess of distribution of the funding burden
among individuals; and the public's willingness to pay or to make a particular sector pay.

Strategics

EXAMPLE: Tax Incentive/Disincentive

Estherville, Iowa, uses the pay-by-the-bag approach to trash
collection. This system gives households an incentive to recycle,
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compost, and change their buying habits to reduce the volume of
waste they generate.

EXAMPLE: Property Tax

Fairfax City, Virginia, uses property taxes to finance trash
collection. Residents are charged a (lat annual amount that is not
related to the volume or type of trash they discard.

EXAMPLE: Partuership

The U.S. Army Corps of Engineers issued a permit to some Florida
developers to restore a degraded 345-acre wetland on land owned by
the city of Pembroke Pines. These entrepreneuts, who call themselves
the Florida Wetlandsbank, sell credits to other developers who have
impacted degraded wetlands elsewhere and have gained approval to
satisfy the state's wetlands mitigation requirements through offsite
mutigation. The Florida Wetlandsbank will transform the land into a
public park.

EXAMPLE: Control Tax

A proposal has been developed to charge Puget Sound, Washington,
landowners an annual nonpoint source pollution control tax based on
property size and land use. Owners with onsite sewage systems,
livestock, and parcels in areas required to develop comprehensive
storm-water management plans would be assessed a surcharge if land
uses are not managed to reduce nonpoint source pollution.

EXAMPLE: User Fee

Hollywood, Florida, charges residents a standard monthly "fee" for
solid waste management services. This establishes a direct link
between those who use the services and those who pay for them.

EXAMPLE: Georgra Leases Shellfish Beds to Commercial Fishermen

Georgia promotes oyster management through its innovative Shellfish
Program. Georgia does not allow open shellfishing. Recreational
harvesting by the general public takes place in designated public
grounds, and commercial harvesters must obtain a lease for
harvesting shellfish from the Georgia Department of Natural
Resources, Coastal Resources Division. Leases are awarded on the
basts of bids for a specific shellfish harvesting area. The bid is
awarded to the most preferable combination of lease payments and the
strongest management plan. The shellfish resource management plans
are judged on the basis of certain criteria, such as shell

deposition methods. Funds gained from the lease program are used to
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manage the shellfish program

EXAMPLE: Tax Surcharge

Oregon funds solid waste management through proceeds from the Bottle
Bill, a law that requires consumers to pay a deposit on each

container purchased. The deposit is refunded when the container is
returned for recycling.

EXAMPLE: California Uses State Revolving Fund to Control NPS Pollution

California uses part of its State Revolving Fund (SRF) for nonpomt
source pollution control. The fund is administered by the State
Water Board. The State Water Board has separated the administration
of the fund from the wastewater treatment facilities program and has
developed a flexible program that will evaluate and select for

funding a wide variety of nonpoint source pollution control

projects. Eligible projects include constructon of demonstration
projects, retention/detention basins, wetlands for stormwater
treatment, and a variety of best management practices to reduce or
remove nonpoint source pollutants. The nonpoint source program for
the SRF also permits the establishment of substate revolving funds -
that can provide funding to private individuals to finance new

onsite septic systems, mound systems, leach fields, etc.
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*USEPA. 1992. Altemative Financing Mechanisms
for Environmental Programs. Final draft. Office of
Administration and Resources Management.

*This report provides information to resolve two types of funding shortfalls: state capacity
(program personnel) and capital infrastructure needs. This comprehensive encyclopedia of
alternative financing mcchanisms can be used as an information resource for states and local
governments. It is intended to provide information about principal features of altemnative financing
mechanisms, their relative advantages and disadvantages (with particular attention given to
administrative considerations), and some of the key questions and issues associated with their use.

For more information contact: U.S. EPA, Office of Administration

and Resources Management, Office of the Compuoller, Resource
Management Division (3304), 401 M Street, SW, Washington, DC 20460,
(202) 260-1020.

U.S. EPA's Environmental Financing Information Network (EFIN)

EPA's Environmental Finance Program manages the Environmental
Financing Information Network (EFIN) to disseminate financial
information to public entities. This electronic on-line database
provides information on financing alternatives for state and local
environmental programs and projects. You can use EFIN to search for
environmental financing approaches, publications, and activities.

For more information contact: U.S. EPA, EFIN Center, Environmental
Finance Program, Office of the Comptroller (3304), 401 M Street, SW,
Washington, DC 20460, (202) 260-0420.

Docurnent Distribution Centers

There are five national sources for the distribution of
EPA publications:

EPA's Public Information Center (PIC)

Phone: (202) 260-7751 Fax: (202) 260-6257

The PIC provides the main contact between the public and EPA with a
visitor's center featuring environmental videos, photographic

displays, and databases.

Center for Environmental Research Information (CERI)

Phone: (513) 569-7562 Fax: (513) 569-7566

CERI is the focal point for the exchange of scientfic and technical
environmental information produced by EPA. It supports the
activities of the Office of Research and Development, its
laboratories, and associated programs nationwide.
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National Center for Environmental Publications and

Information (NCEPI)

Phone: (513) 891-6561 Fax: (513) 569-6685

The central dissemination point for EPA is NCEPI, which has 4,200
current titles and more than 9 million copies of publications and
multimedia products. NCEPI has an electronic ordering and inventory
system available on EPA's mainframe for EPA staff. The system links
EPA regions, program offices, and field offices.

National Technical Information Service (NTIS),
U.S. Department of Commerce
Phone: (703) 487-4650 Fax: (703) 321-8547

U.S. Government Printing Office (GPO)
Phone: (202) 783-3238 Fax: (202) 512-2250
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